ATTACHEMENT A

STATE OF CALIFORNIA

GAMBLING CONTROL COMMISSION

COMMISSION MEETING EXCERPT:

DIAMOND JIM’'S CASINO

WIZARD GAMING, INC. ORIGINAL

Thursday, March 26, 2009
2399 Gateway Oaks Drive

Sacramento, California 95833

aCR

Northern California Court Reporters

3610 American River Drive, Suite 114 B Sacramento, CA 95864-5922
(916) 485-4949 M Toll Free (888) 600-NCCR W Fax (916) 485-1735




10

11

1z

13

14

15

ie

17

18

18

20

21

22

23

24

25

PROCEEDTINGS

ITEM 4B —~ APPLICATION FCR RENEWAL OF STATE

GAMBLING LICENSE INCLUDING ALL ASSOCIATED APPLICANTS AND

ENDORSEES (PURSUANT TO B&P CODE 19876) :

DIAMOND JIM’S CASINO, WIZARD GAMING, INC.

Agenda Item 4B, Diamond Jim’'s Casino, Wizard
Gaming, Inc. Staff recommends that the Commission
approve the renewal state gambling license for the
remainder of the licensure period from April 1, 2009
through January 31, 2011 removing the existing
conditions on George Hardy, Junior’s endorsed license.
And representatives from both Wizard Gaming, Inc. and
the Zephyr Trust are here to address --

CHAIRMAN SHELTON: Commissioners, do you want
to hear from the representatives first before you form
any Jquegtions?

COMMISSIONER SHIMAZU: Yeg.

COMMISSIONER VUKSICH: Yes.

CHAIRMAN SHELTON: Who is going to be first?
You know, you’ve got a lot of paper there, you’re more
than welcome to sit right there.

MR, ISAACMAN: Would you prefer me to sit,
otherwise, I'1]l stand up here.

CHAIRMAN SHELTON: It'’s what’s more

comfortable to you.
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MR. ISAACMAN: Thank you. It‘s more
comfortable to stand.

CHAIRMAN SHELTON: Okay.

MR. ISAACMAN: Thank you. My name is Allen
Isaacman, I represent Wizard Gaming, Inc. Good morning
Commissioner Shelton -- Chairman Shelton, Commissioner
Vuksich, Commissicner Shimazu.

CHAIRMAN SHELTON: Sir, would you please spell
yvour last name for the record?

MR. ISAACMAN: Sure.

CHAIRMAN SHELTON: I can’‘t spell the last
name.

MR. ISAACMAN: It is I-S-A-A-C-M-A-N. I am
here in opposition to the application for licensing of
Zephyr Intervivalist (phonetic) Trust and his
beneficiary, George Hardy, Junior and George Deitch
(phonetic) as the trustee of the trust. And I would
like to kind of start out by basically saying something
that we know from the Legislature and that is that an
application for a license is a request for determination
of the applicant’s character, integrity and ability to
engage in controlled gambling. We also know that a
person 1s not qualified to be a licensed -- to receive a
license if he is an owner of a gambling establishment

that has gains that are unlawful under Penal Code
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Section 330. And with that kind of background, I’'d like
to kind of talk about the factual background of this
matter here.

This matter starts, really from our view, back
in the 19%0's when George Hardy, Senior had an
enforcement proceeding brought against him and he
surrendered his license or agreed to surrender his
license during that proceeding, paid a fine, and agreed
that if he applied for a license again the allegations
of misconduct that were alleged would be deemed proven.
He was ordered, as part of the deal, he agreed as part
of the deal that he would not apply for a license for a
three year period, before three years, after he got rid
of his interest in the Ricycle (phonetic) Club and he
got rid of his interest in the Bicycle Club around 1999.
So for the next three years he wasn’t even allowed to
apply for a license.

Nevertheless, he went out with the Wizard
Group that he headed up and he found Diamond Jim’s and
the acguired Diamond Jim’s. And most of the money that
went into the financing of Diamond Jim’s came from
George Hardy, Senior. He lent Diamond Jim's over the
next few years about $860,000 and then because he
himself could not be licensed, he started a trust. He

funded the trust entirely with his own money and that’'s
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the Zephyr Intervivalist Trust. He put in $325,000,
phenomenal trustor and the beneficiary is George Hardy,
Junior. But George Hardy, Junior waes unable to produce
any records of income, any tax returns for a number of
years, no bank statements, nothing to show that he had
any assets or liabilities and he was totally financially
dependant on his father during this application process
which went on for a long time. It went on for six
vearg. The license wasn’t issued until the end of --
until December 2006, although the application process
started in 2000,

So George Hardy, Senior, despite the fact that
he wasn’t licensed, went out and got this Diamond Jim’s
Casino. The $325,000 that he put into the trust was
used to buy ghares in Wizard. Now, for the other
shareholders, that would have constituted about 32% of
the shares. Instead, he ended up with 42% of the
shares, 41.%5%. So Hardy was able to get, Senior, was
able to get another 10%, approximate 10% of the shares
just by grabbing it because he was in a control
position. So because of hig efforts, because he was
really the head person here, he ended up getting the
shares cheaper than anybody else because he’s the one
that put it together.

Now, he got arcund the licensing requirement
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that would normally be imposed on somebody in the
situation by setting up this trust. He said, I want to
take care of my son. Now, you wonder why 1t 1s a trust
would be set up in the first place. George Hardy,
today, Junior, is in his 40's. He was in his 30's at
the time the trust was set up. It wasn’t that he was a
minor child, he was an adult. The question is why would
Senior ever set up a trust in the first place. Well, I
think the answer is obvious, he sets up a trust because
he wants to control things. It’'s his casino in his mind
and he wants to be able to make sure that those shares,
which is the largest block of shares in the casino, gets
voted the way Senior wants.

Now, during this licensing process, if you go
back and look at the correspondence in the file, and by
the way, we submitted and I understand it hasn’t gotten
to the Commissioners, we submitted on the 13 or 14t of
March, this brief and we did it, which has a lot of
exhibits, a lot of documentation, that support all the
things that I‘m saying today, and it says a few other
things, and we did it in a way that we were led to
believe wag a timely way. We were told that if we got
it in by the date that we got it in by that it would be
considered. 1I’'m told thig morning that it has not been

considered, and that the Commissioners not only have not
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received it, but have not been informed of its contents.
We also more recently submitted a declaration of Chander
Joshi with exhibits which is in opposition or in comment
on the report that was provided by the staff. We
understand that hasn’t been considered either. But
getting back to the background of this, throughout this
application process, if you lock at who was the one
who’s out front trying to get the license issued to
Zephyr Intervivalist Trust, it’'s always Senior. Senior
is writing letters to the Commission, he’'s writing
letters to the Division, he’s writing letters to the
trustee of the trust, and he writes a letter to Harlan
Goodson who was he director of the gambling enforcement
at the time, complaining about the request that Junior
be interviewed. Senior thought it was outrageous that
Junior, this trustee, this beneficiary, excuse me, this
beneficiary would be interviewed by the Commission as
part of this process of issuing a license. And he ends
up saying how can some of you people sleep at night.
Now, the point I make is that all these
comments are always from Senior because it’s really his
interest that he’s looking at. And I think it’s clear
as time goes cn and it becomes more and more clear that
what we’re dealing with here is a situation of form over

substance. We'zre dealing with a man that doesn’t want
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to reapply for a license, wasn’t eligible to apply at
the time, still wanted to have a card club in
California, and a man who, by the way now, is even less
eligible than he was a few years ago because now he
admits to owning a club and casino in Belize (phonetic)
that has gains that are unlawful under Penal Code
gection 330. 8Sc he ig disqualified for that reason if
he were to apply. By the way, Junior is listed either
as vice president or executive vice president of that
casino, he’s one of the two directors of the club that
owns that casino. Junior and Senior are the two
directors of El Dorado Investment, Inc., which is listed
as the owner of the Gecrge Hardy Las Vegas Casino in
Belize.

Now, whether or not Junior owns a direct or
indirect financial interest I cannot speak to. T don’t
know, I think it’s a great line of inquiry and ought to
be made. I do know that George Hardy Junior has no
visible source of income and apparently has told the
Commigsion through his counsel that his income comes
from his father to the extent that he’s not getting
anything from Zephyr, his income comes from his father.
And when he applied for a license during the years up to
December 2006, he gaid, well, I don’'t have any job

because I take care of my dad. My dad’s not well, my
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dad supports me. And gince December 2006, we know he’s
come back in January 2008 and told the Commission that
he is working for his dad, I think Mr. Goodson told the
Commissicon this, that Junior is in Belize working for
his dad developing a property and that his dad supports
him but that Junior doesn’t get any pay or any
compensation. So Junior is totally dependant on his
father. We also know for the last eight or nine months
Junior has not been able to earn any money because of
his situation down in Mexico, and 1’11 go into that in
a little while to.

But just let me say from a factual background,
all the money that’s gone into Zephyr came from Senior.
The money that was paid to Zephyr by Diamond Jim's, the
bulk of that money has gone to Senior to pay this loan
back toc Senior, =o the beneficiary, so far, the one
who's really received the bulk of the profits that would
go to that 42% interest has been George Hardy, Senior.

Now, the Commission was very reluctant to
grant a license to the trust for obvious reasonsg, and
one of the things the Commission was concerned about, of
course, was this presence of Senior all over this thing,
so the Commission laid down conditions on this license
brand. It said that Junior may not be invelved, may not

have any input, influence or involvement in the
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operation of Diamond Jim’s, and for the next six months
or so, we didn’t see much gign of Junior or Senior for
that matter except that Senior started contacting the
management and in this case, Ms. Quickie, Emily Jean
Quickie, who was also the trustee of the trust having
taken over that position from her husband who passed
away, and she was the principle managing executive and
ig today at Diamond Jim's. Senior started contacting
her and said, you’re not paying out enough of the
profits, you’re holding back your reserve, you should
pay out almost all the profits, Now, she says to him,
we need to hold a reserve, we need to have meney for
improvements, for emergencies, we need to have a fund
here, and by the way, you’re not supposed to be involved
in the operation of this. And he doesn’t like that.
The next thing that happens is there’s a letter from his
lawyer saying that the casino is in default of its loan
agreement with me. You haven't made the payments you’ re
required to under the loan. 8o she comes to us and we
contact the lawyer and say we believe we’ve made every
payment required, show us the loan agreement, show us
where we’ve breached it. We get no response. We ask
again.

COMMISSIONER SHIMAZU: 1Is it the locan from the

loan for the trust who are gaining or -- I’'m not sure
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what you’re talking about.

MR. ISAACMAN: Thank you for asking that. The
loan is from Senior directly to Diamond Jim's.

COMMISSIONER SHIMAZU: Okay.

MR. ISAACMAN: There are two loans, there’s a
loan to the trust of $325,000, which ballooned to over
$500,000 because of interest. And then there’s a loan
to Diamond Jim’'s of $860,000, and that was the loan he
was complaining about after being told that we’re not
going to distribute 100% of the profits. The response
to the reguest for the loan papers ultimately, after we
kept asking for them, was, well, we can‘t find them, we
don’t have them. So that issue went away. But
clearly --

COMMISSIONER SHIMAZU: So isn’t that $860,000,
ig that still an outstanding loan?

MR. ISAACMAN: It’s still an outstanding loan.

COMMISSICNER SHIMAZU: Okay.

MR. ISAACMAN: It's the balances paid down to
some extent, I don‘t know what the number is off the top
of my head, we can supply that.

COMMISSIONER SHIMAZU: Yeah, I'm just worried
do you know what the terms were of the loan or the terms
of payback, I mean, when it should have been paid off?

MR. ISAACMAN: There wag an installment
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payment plan put into effect, which, I believe, started
once the licensing was completed, and there had been
payments made but I just don’t know the exact amount at
this time.

MS. MACHUCHI: Excuse me. It's our
understanding that the loan is about 3150, 000.

COMMISSIONER SHIMAZU: Okay.

MR. ISAACMAN: So at this point, Seniocr’'s ire
had been arcused and so the next thing that happened
within a month or two after this is that there was a
January 10" Commission hearing. And at that hearing,
Senior was there, Junior was there, and George Deitch
was there, and Mr. Goodson on behalf of the Hardy’s
stood up and asked that the conditions be removed on
Junior. And the Commission said, why do you want them
removed? And I think the answer is significant. 1It’'s
significant for what’s omitted as well.

The anawer was that, well, Junior just wants
to be able to know what’s going on, he wants to be able
to listen in on meetings of the shareholders, he wants
to be able to review papers, and that’s it. He’s not
looking to run things, he just wants to know what’'s
going on with his asset.

Now, what wasn’t said, and a perfect

opportunity to be said, was, well, Juniocr wants the
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conditions removed because the management is ripping off
Or engaging in scome unfair practices or improper
business practices at the casino. That wasn’t said,
that would have been the perfect opportunity to say that
if that was something they were concerned about. And
what also wasn’t said was that our trustee, my trustee,
was breaching her fiduciary duties. He could have said,
Ms. Quickie wasn’t doing what she was supposed to be
doing, and for that reason I want the conditions
removed. That wasn’'t said.

He just wants to have a little more
information about what’s going on supposedly. The
Commission said, you know, when we decided to give you a
license we were on the fence, I'm paraphrasing, we were
on the fence about this, and had we had to make a choice
between giving you a license with no conditions and
giving you no license, we prebably wouldn’t have given
you a license go the conditions were very important to
us and we’re denying that and if you want to go through
the application process, you know, go ahead and do that.
Within an hour, and I think from the same location as
the Commission hearing, a fax was sent to Jean Quickie,
you're fired as trustee. The new trustee is George
Deitch. And within four days of that, a letter goes out

from George Deitch to all the shareholders saying as the
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trustee of the Zephyr Intervivalist Trust and now
controlling over 25% of the ghares, which is what the
bylaws require, I'm calling a special shareholders
meeting. And the purpose of the meeting is to replace
the Board of Directors. So this is a clear attempt to
take over Diamond Jim‘s. So the Hardys and Deitch
having been frustrated by the independence of the
existing trustee and by the management said we’re going
to teke over Diamond Jim’s. And having been frustrated
by the Commission saying we’re not going to lift he
conditions, this is the end run that they do.

Now, the notice was responded to by the
management and the management recognized that Mr. Deitch
wasn’t authorized by law to vote those shares and
brought a declaratory relief action asking the court to
confirm that the shares did not need to be transferred
and that money that would otherwise go to the trust did
not at that point have to be paid out to Mr. Deitch
since he was not licensed as a trustee and did not
otherwise comply with the requirements of law as a
trustee. And the Commission issued a letter saying that
you‘re not to pay out the money and don’t transfer the
share until and unless Mr. Deitch is licensed.

Nevertheless, there were four or five, I think

five, different attempts to get the Superior Court in
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Los Angeles and different departments to crder that the
money be transferred, despite what the law requires and
despite what the Commission’s letter. So this is just
another instance that, you know, Hardy Senior isn’'t
going to stop at nothing to get control over this
casino.

I think that kind of brings us up to the
current events really, the most recent things, and that
is, is there any reason to think today that George
Hardy, Junior has satisfied his burden of proving that
he’s really entitled to have his license renewed, has he
demonstrated his good character.

Now, I know there’s a sensitivity about
mentioning somebody has been arrested. But the reality
is that George Hardy, Junior is in jail for attempted
murder and undisputedly, undisputedly, crossed
international borders with a gun and with his guards
chasing patrons of the casino in Las Vegas. Now, one of
the patrons got shot four times, there’s no dispute
about this. You may have, you know, questions, is he
going to get convicted or not of the offense and I‘m not
here to argue that. But there is no dispute about the
fact that there was a shoot out and that he led a group
of people from the casino in hot pursuit of two Mexican

nationals across the border from Belize in Mexico and
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for the last almost nine months he’s been sitting in a
jail in Mexico. His trial is ongoing. I know this
because Hardy Senior has teld that to Kern County. He
told it to the sheriff and told it the Deputy City
Attorney John Irvy (phonetic) that the trial is ongoing
now. And one of the things that we think should be
asked is we think the parties should be asked to produce
information about what happened there. We think that
Hardy should be asked to produce information about the
real ownership of this casino down there and what
ownership, direct or indirect, we know that he knows how
to set up trusts, that Hardy knows how to set up trusts,
what indirect ownership does Junior have in this?

But any event, we know that because of his
present circumstances, Junior hasn’t earned any money
since last July. So what’s the point of that? The
point ¢f that is what we have from the beginning in this
process is a beneficiary who is totally financially
dependant on Hardy Senior, and yet Hardy Senior [sic]
doesn’t have to come forward to be licenced. He'’s
totally financially dependant and presumably under the
control c¢f Hardy Senicr. BAnd he has the largest
interest in Diamond Jim’s through this trust and he’s
demonstrated by this letter that they sent calling for a

special shareholders meeting that as soon as he gets the
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chance he’s going to take over Diamond Jim's, which
means that Hardy Senior will then contreol Diamond Jim’s.

Now, if the Commission wants Hardy Senior to
control Diamend Jim’s, let him come forward, let Senior
come forward and go through the licensing process. 1
mean, he put most of the money in, you know, one can
understand why he wants to control it because it isg
largely his money. But he shouldn’t be able to get
around the licensing requirements simply by setting up a
trust where his totally dependant son who lives with
him, who gets money from him, and according to him,
doesn’t even get a paycheck, according to Junicr’'s
representative, Junior deoesn’t even get a paycheck, he’s
just supported by his father. There was no evidence cof
income and who has this ownership interest through a
trust, he shouldn’t be able to get around the licencing
reguirements through this kind of sham. I mean,
somebody involved in Las Vegas gaming should not be able
to come and set up a trust for his child, adult child no
less, in California, fund it, and end up owning a card
club that way.

Finally, we think that the Commission ought to
congider that, and as I =say it’s undisputed, somebody
who is operating a casino like Juniocor was doing down in

Belize and chases with firearms some patrons across the
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border is not suitable to engage in controlled gambling
in California. So he shouldn’t be licensed at all
either with restrictions or without restrictions.

Now, just a couple of things and I‘11 finish,
and I appreciate the time that you've given me. This
gtaff has made recommendations in the report and as I've
mentioned we’ve submitted a declaration to explain why
we think there are at least mischaracterizations in
there, and one of the things it says that the staff
states is that restrictions were imposed because there
were concerns regarding Hardy, Junicr’s failure to file
tax returns and because Ms. Quickie testified that
Junior had no businegs sense, in effect. 8o it kind of
puts it on Ms. Quickie as the one wheo is kind of pushing
for these restrictions, and that is a mantra by the way,
that is a theme that the Hardys say. They say that
these conditions were imposed because Chander Joshi
(phonetic) who was here and Ms. Quickie got together and
got the Commission to put these conditions on.

And they, in fact, Hardy, Senior went and
visited John Irvy, the Deputy City Attorney, and the
sheriff a couple of weeks ago, and there’s a tape of his
conversation and we have the tape and we can make it
available, the city attorney might have already made it

available. &And during that, he said that Chander Joshi,
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because of his connections in his past working at the
Department of Justice was able to poison the well with
the Commission, and that’s why the conditions were
imposed on Junior.

Now, we know that that’s not true at all. The
conditions were imposed because he has somebody for a
81X year process wasn’t able to show any income, any
assets, any liabilities, totally dependant on his father
who was somebody whose license was removed at an
enforcement proceeding, or required tc be removed, and
there was just a great hesitation about licensing him.

And incidently, one of the cther things that
kind of struck us as reporting, and 1’11 leave that, is
that the report does say that Mr. Goodson’s letter
implies questionable business practices associated with
Emily Quickie and Chander Joshi and that this
information has been forwarded to the Bureau for
investigation. What’s striking to us is that in
contrast there’s absclutely no mention of Junicr’s
traveling across in thig hot pursuit with guns blazing
the border into Mexico, there’s no mention of that at
all, there’s no mention about his active involvement at
the casino in Belize, they even have a picture that they
put up there in Belize, and it’s in our exhibit bock by

the way, of Junior giving an award to somebody who won a
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jackpot or something, and Junicr is mentioned as an
owner of the casino. Now, I don’t know if he’s really
an owner or not, but that’s what the picture says. But
the point is that that’s no even mentioned and nobody is
even asking for an investigation of that, as far as we
know. Maybe there’s things going on we don’t know, but
as far as we know that’'s it.

So it kind of leaves us with these open
questions really, and one of the questions is, why was
the trust even formed. As I’ve mentioned before, you're
talking about an adult. Why would you form a trust for
a perscon in his 30's and now his 40's unless you’'re
trying to control. And of course, who really formed it,
it’s Senior who formed it, it‘s his money. And why
doesn’t the conduct of Junior warrant at least an
investigation. And if it‘s true as Hardy Senior has
told the sheriff that the trial is ongoing, and as i
understand it, in Mexico the trial goes on for a period
of time, the people can submit things in writing rather
than come in and testify, if that‘s really ongoing, why
would you want to issue a license at this time when in a
matter of days or weeks he could end up being convicted
for something that would be disqualifying, either a
felony or either a misdemeanor involving a firearm.

Either one of which, under section 12236 of the
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Regulationsg, makes a person ineligible for a license.

And T guess, oh, by the way, one other thing
which I should mention is there was some concern, in
fact even it looked like a recommendaticn of the people
writing the reports to the Commission back in, I think
most recently in 2006, saying that the way the trust is
set up the successor beneficiary to Junior is the Hardy
Foundation, owner of the trust. And the Hardy
Foundation is run by Gecrge Hardy, and that's not
acceptable sc the trust should have to give up its
shares. Now, I may be confusing 2000 and 2006, well,
this isgsue stayed that entire time. But in any event, I
know that in 2006 there is a report that refers to that
from the Department of Justice as I recall. And so the
trust apparently was amended. And the amendment was
that the successor beneficiaries would be Jennifer
Hardy, Junior’s sister, and Robert Quickie remaining as
a successor beneficiary.

The situation is that both Jennifer and Robert
Quickie are deceased. 8o now we have a situation where,
apparently under the law, the heir to Junior would be
his father, and in that situation you’re back where we
were before and if it wasn’t acceptable then for Senior
to be a successor beneficiary, why is it acceptable now.

But, you know, having said all these things
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and I think they’re all important, well, one thing that
is clear from all this is that the picture that's
painted is a picture of George Hardy Junior wanting to
own a card club, despite the fact that he wasn’t even
allowed to apply for a license at the time, he went ocut
and acquired one, he get up a trust for his son, his son
is totally under his control, there’s no real division
of assetg or income there. His son is dependant on his
financially, money going to the trust is in fact under
the control of Senicr, and it should not he tolerated.
If he’s going to be allowed to be involved, Senior
ghould have to submit for a license. Thank you very
much for your attention.

CHAIRMAN SHELTON: Thank vyou.

MR. GOODSON: Mr. Chairman, Commisgioners, my

name is Harlan Goodson, I'm here on behalf of Gecrge

Hardy, Junior, beneficiary the Zephyr Intervivalist
Trust, the trust itself, and George Deitch, the trustee.
I'm going to cover some of these points

backwards just to take care of some of the comments made
by Mr Isaacman.

With respect to mentioning of the incident in
Mexico, I object to any mention of that whatsoever on
the basis of the California Decisional Law which

specifically says that arrest information alone cannot
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be used for licensing purposes, and that’s a Central
Valley case as counsel is aware of, and sc I will object
to the use any of that information as part of the
decision making process here.

Going back, we’ve covered this a number of
times, and I don’t want to occupy too much of the
Commission’s time on this, but I do want to address some
very specific points, and I‘'d like to begin with the
history.

First of all, the application that was filed
by Mr. Hardy, Junicr was filed in 2003, not 2000. In
2006, after three yvears of investigation, the Department
of Justice sent its recommendation to this Commission.
And in that recommendation, the Department of Justice
specifically said that they found no information that
would lead the Commission, or the Department of Justice
to believe that any of the applicants, any, including
Mr. Hardy, Junior, was unsuitable to hold a state
gambling license.

In their investigation, the Department of
Justice considered all of these points that Mr. Isaacman
made and allegations about the involvement of Mr. Hardy.
Action of its investigation, the Department of Justice
wag satisfied there was no evidence, there was no

documentary evidence, there was no proof that Mr. Hardy,
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Senior had any involvement in Diamond Jim’s Casino or
Wizard Gaming. At that time, they considered the loans
and they considered the true facts which is that Wizard
Gaming went to Mr. Hardy, Senior and asked him for the
$896,000 loan because they couldn’t secure money from a
commercial source. And there was an amortization
schedule that was set up, a payment plan, and it was not
baged upon the revenues of the casinc, it was based upon
the schedule itself. In other wordsg, X amount of
dollars to be paid out over a period of time to satisfy
the loan, no interest. This is exactly the same
analysis that this body uses in determining whether or
not a landlord has an interest in a gambling operation.
It’s the same kind of analysis. There’s no involvement
whatscever by Mr. Hardy, Senior.

Now, this body considered the licenses of
Wizard Gaming, Hardy, Junicr and the shareholders of
Wizard Gaming in August of 2006. At that time, it was
former Commissioner Cruz that brought up the guestion
whether or not the arrangement that Mr. Hardy, Juniocr
had with his father wherein he was living at home,
caring for his father and he was caring for his then
alive but drug addicted gister, whether or not that
constituted a taxable event, whether that was bartering

for services, and whether or not bartering constituted a
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taxable event and if it did, then did Mr. Hardy, Junior
violate tax laws by failing to file income tax reports.
That question went unanswered, and it went unanswered
because there was nobody available at the time to speak
on Mr. Hardy, Junior. In fact, it was not when we met
in San Diegeo, it was still on the table. Well, since
then, Mr. Hardy, Junior’s accountant has written a
letter which is in your file informing us that under the
arrangement that Mr. Hardy, Junior had with his father
did not constitute a taxable event, there was no
requirement to file income tax. And so the guesticn
that was raised by former Commissioner Cruz has not been
answered.

There was a question that was asked in San
Diego, and it was you, Commissioner Vuksich, that asked
the question and it had to do with capacity, Mr. Hardy,
Junior’s capacity. And I believe the guestion came
about because of the testimony of Emily Quickie. It
wasn’t that anybody was suggesting that Emily Quickie
had gotten and there forced a decision to impose the
condition, it was that her testimony and the
characterizations that she made caused the Commissioners
toc questicon whether or not Mr. Hardy, Junior had the
capacity to be licensed under the Gambling Control Act.

Was he one who had demonstrated the ability to be
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associated with controlled gaming, a gambling
establishment.

At that time, Mr. Chairman, I committed to you
and the Commissioners to work closgely with your staff
and we have met and we have communicated and we have
provided your staff with documentary evidence of every
single question that’s been asked of us, including the
gquestion that you, Commissioner Vuksich, had asked about
capacity. And we have shown that Mr. Hardy, Junior has
held positions. He was in the United States Air Force,
he has an honorable discharge. He occupied positions of
trust management and supervigion at the Bicycle Club
when his father owned the club. He now occupies the
position of management in Belize. In fact, in a
communication received that was given out by Ms. Quickie
to the shareholders of Wizard Gaming, when it looked
like Mr. Hardy, Junior was going to have the conditions
removed from his license, she said, finally, we’re going
to have somebody that knows how to run a casino. Her
own words prove the capacity of Mr. Hardy and meeting
the standard on the Gambling Control Act.

COMMISSICONER VUKSICH: Mr. Goodson, if I
might .

MR. GOCDSON: Yes, please.

COMMISSIONER VUKSICH: I think I need to
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clarify. My arrival at the question was not based on
Ms. Quickie's testimony at all.

MR. GOODSON: Okay.

COMMISSIONER VUKSICH: It was based on other
patterns and behavicor that were made apparent in
materials I had before me for the meetings in 2006 and
2008. And in fact, her testimony in 2006 is what
actually softened this Commissioner into considering the
conditions that were proposed by Commissioner Cruz to
allow Mr. Hardy, Junior to receive passive income from
the trust. Otherwise, I would have been in a different
position on my vote,

MR. GOODSCN: OQkay, and I stand corrected on
that. You know, we’re trying to reconstruct things
based upon cconversations we had --

COMMISSIONER VUKSICH: Yeah, luckily T was
there,

MR, GOODSON: &And you‘re right, and I stand
corrected on that,

COMMISSIONER VUKSICH: Okay.

MR. GOODSON: But the point being, the
questions that were asked of us and the responses we
gave were in an attempt to satisfy the notion that
somehow he was -- he did not have capacity to be

licensed under the Gambling Control Act. The reasons,
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obviously, he didn‘t know all of them. Thank you for
clarifying that.

There has been a lot of testimony about
whether or not Mr. Hardy, Senior is behind all of this,
and there has been a question raised as to why somebody
would create a trust for the benefit of an adult child.
Family planning, the same as you would do or I would do.
It makes no difference what the age of my children are.
If I want to plan for their future and want to ensure
that they have something after my passing, the trust is
the vehicle I would use and I‘11 leave it at that.

COMMISSIONER VUKSICH: May I ask another here.

MR. GOODSON: Sure.

COMMISSIONER VUKSICH: On that point. At that
time, there was a daughter, and I'm unclear as to the
relationship or status, it sounds like she’s current
deceased.

MR. GOCDSON: She'’s current deceased. Mr.
Hardy had two living children.

COMMISSIONER VUKSICH: Right.

MR. GOCDSON: She was a beneficiary originally
and the Bureau said --

COMMISSIONER VUKSICH: Under Zephyr?

MR. GOODSON: Under Zephyr, exactly.

COMMISSICNER VUKSICH: Okay.
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MR. GOODSON: And what the Bureau said was
that because of her status she would have to apply for
licensing teoo. And so the trust and its beneficiary was
changed. Mr. Isaacman is correct that a contingent
beneficiary was the Hardy Fund and that was taken out,
you know, that was -- the document was created and then
it was provided to the Bureau, or I believe the Division
at the time for investigation. The Division came back
and said, if you’re going to do it this way you're going
to have to be licenced, they said, no, you know, we
don’'t need to be licensed, we’re not going to be
involved in gambling so they changed the trust document.
The same as any other applicant does when -- now the
Bureau finds issues that trigger licensing events, and
it’'s no different than any other application.

Getting to the report, and, you know, and I'm
just, you know, I'm going to leave a lot of that stuff
out there because you’ve dealt with it now for going on
how many ever years, three years, four years, whatever
it ig. And a lot of what has been said has been said in
the past. And we provided responses, you have our
documentary evidence, you have all of our reports and
our responses, we've been working with the County of
Kern, Mr. Irvy, who actually is Deputy County Counsel,

not c¢ity attorney, is well aware of everything that is
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going on. We‘re aware of the meeting that county
counsel and sheriff’s Department of Kern County had with
Mr. Hardy, Senior, not involved in it, he’s not our
client, that’s for him to deal with. He has no interest
in this gambling establishment and so we’re not involved
in that. Mr. Irvy was kind enough to inform me and
provide me with the same copy of the taped conversation
that Mr. Blackman and Mr. Isaacman has. You know, it
has no bearing on what we're doing here.

We have before us an application for licensure
for renewal licensure and a recommendation to remove the
conditions based upon your staff’s own conclusion after
reviewing all of the documents that were presented to
them, all of the evidence including declarations from
Mr. Deitch, the trustee of the Zephyr Trust. After
reviewing all of that and considering all of the
information that has gone before and presented by the
opposition, concluding that the basis for the conditions
no longer exist. We concur. We think the conditions
should be removed.

I note that in staff’s report that there is an
in the alternative recommendation tc refine the
conditions. We suggest that that leaves Mr. Hardy,
Junior in no better situation. Under statutory law and

decisional law in California, the trust beneficiary has
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an absolute right to, for lack of better terms, a
friendly trustee. Mr. Hardy, Junior has already been
prejudiced by the failings of the former trustee. To
now put additional or modified conditions on his license
just puts him in the same place.

The whole purpose behind asking to have the
conditions removed, as I saild in San Diego, was to allow
the trust beneficiary to protect the trust interest, to
protect hig own interest. The way to do it is to make
sure that things like an unsecured $300,000 non-gaming
related loan isn’t made. Forty-two percent of that
money should have gone to the trust to make sure that a
consulting contract for ancther $300,000 with a poisoned
pill in it that allows for the first $300,000 loan to be
forgiven in the event the current president of Wizard
Gaming is removed to mean that those kinds of things
don’t occur, to protect the interest of the trust,
protect the interest of the beneficiary, and the
conditions and even the alternative conditionsg put
shackles on Mr. Hardy, Junior.

We had conversations with legal and with
licensing staff. We have waived the notice reguirement
for consideration of an alternative, which is that
conditions be placed on the trust to satisfy the loan.

T understand there’s a cloud and the cloud isg called
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Gecrge Hardy, Senicr. His prior conduct permeate this
room and every conversation we have about Wizard Gaming
and about his son. We understand that. We don’t deny
that. But the son should not be required to pay for the
gsins of the father. We wouldn’t do that to our own
children, why would we do it to Mr. Hardy, Junior? And
so what we are suggesting, in consultation with counsel
and with your licensing staff, is that notion that let's
get Mr. Hardy, Senior cut of the picture totally. And
how do you do it, pay off the loans. We think that’s a
reascnable request on the part of the Commission.

Having said that, we don't want to set up a
scenario where we can't comply with the condition. And
go we would ask that if conditions are going to be
placed on the trust, calling for repayment of the loan
back to Hardy, Senior’s trust, that one, Wizard be
required to make all distributions due to the trust.
That two, Wizard provide the trust and the Commission
with a full accounting. That three, Wizard provide the
trust with all records, documentary records including
drop box accounts, financial statements, profit and loss
statements, all the kinds of things so that we can test,
independently test the voracity of the information that
Wizard provides us. Clearly, we don't have a whole lot

of trust in them right now.
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We also suggest that once these first
precatory steps are satisfied, that there be a period of
time to allow Zephyr and allow the Commission to
evaluate the solvency of the trust to make sure the
repayment of the loan doesn’t bankrupt the trust, it
doesn‘t put the trust in a worse position. The trust
has an cobligation to the beneficiary but the trust also
wants -- the trust wants to get rid of that loan. So we
want to make sure that there’s encugh money to do it and
if there isn’t enough money, then allow us the
opportunity to come back to the Commission so that we
can figure ocut some sort of repayment schedule. We
don‘t want this to go on (inaudible}), we don‘t think the
loan should be there forever, we understand your
feelings about Mr. Hardy, Senior and the cloud that
hover over this little casino in the Central Valley, we
get that, we want to remove that.

We think that it’s also appropriate to put a
condition on Wizard’'s license. Wizard owes money to Mr.
Hardy, Senior too. Wizard knew in 2003 whether or not
Mr. Hardy, Senior had any involvement in that casino
because Wizard took out the loan. If Wizard believed
that Mr. Hardy, Senior was involved in Wizard Gaming or
the casino, they had an obligation to tell you. They

had an obligation to tell the Bureau and they had an
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obligation to tell the county and they did not do so
because he wasn’'t involved. Having said that, the loan
still exists, it’s $150,000 or thereabout. We believe
it’s apprepriate to put a condition on Wizard’s license
calling for the repayment of the loan.

At the moment when those two loans are
satisfied, there is nc Mr., Hardy, Senior to talk about
with respect to this little casino. Thank you very much
for your time.

MR. ISAACMAN: Can I have just 25 gecondsg to
respond?

CHAIRMEN SHELTCON: Do the Commigsioners have
an opportunity to talk later? Please, I‘m being
factitious. I'm sorry.

MR. ISAACMAN: Thank you, Mr. Chairman. Just
really gquickly, first of all, let me make it clear we’re
not asking that any conclusions be drawn by virtue of an
arrest, and we’'re not saying that an arrest alone should
be used for anything. We‘’re all saying that it’s absurd
to say we have to hide our heads in the sand when
there’s undisputed evidence that Hardy, Junior was
crossing an international border with guns. There’s no
question about that. And that should at least be looked
into. We should at least look into that.

The comment was made by my friend, Mr.
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Goodson, that the Department of Justice considered all
the points raised by me. In fact, that’s not correct
because I was just told this morning that our brief
wasn’t considered at all. So the recommendation was
written without considering our brief, before they got
our brief and there’s been no supplement. And as you
can see through the thickness of this, there’s a lot of
in material here.

CHAIRMAN SHELTON: Well, there is a lot of
material. My question would be why is it a last minute
submission?

MR. ISAACMAN: Good gquestion, Mr. Chairman,
because we called and we said when do we have to have it
in by, we were given a date, we got it in by that date,
and we’re told today that --

CHAIRMAN SHELTON: What was the date that you
surrendered it to the Commission?

MR. ISAACMAN: I think it was the —-- I think
we gent that out on the 13%, I think, or 14" of March.

CHAIRMAN SHELTON: O©f March?

MR. ISAACMAN: Of March, and we were never
teld that it had te be any time before that. T'm sorry,
I mean, I apologize because I understand --

CHATRMAN SHELTON: Well, I can tell you now

for educational purposes, documents of this nature go to
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the Commissioners for review and we ask for four to six
weeks or so after everycne has looked at licensing and
it’=s gone through the Department of Justice. So thesge
are not quick reviews we do. They’'re very thorough.
There would be no way a document of that nature we would
review in lesg than four weeks.

MR. ISAACMAN: I understand that.

CHAIRMAN SHELTON: So I'm sorry if you were
misinformed.

MR. ISAACMAN: Yeah. And in terms of this
trust business, the idea that this was kind of family
planning maybe for tax reasons or whatever, I think you
can find ocut quickly encugh that the kinds of
intervalist trusts that are set up to keep property out
of one’'s estate is not this kind of a situation. That’s
not what this kind of trust is. And I think that's just
the wrong explanation for why this trust is sget up.

This trust is clearly set up so that the
person setting it up can keep control over it, and Mr.
Goodson ig right that there is a cloud over Senior —-
over this proceeding because of Senior, but it‘s Senior
whose money has been involved, it’'s Senior who is making
appearances and complaining about things, it’‘s Senior
whe met with the county counsel. And you’re not going

Lo get Senior out of the picture completely in any way
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other than not having the trust be licensed. The only
way to get Senior in a legitimate form and have form
match reality as to require Seniocr to come in and be
licensed. Because even if the loans are paid off,
Junior is still with Senior, Junior is still under
Senior’g thumb, and Senior still calls the shots. It
wasn't Junior who met with county counsel this year, it
was Senior. Thank you.

CHAIRMAN SHELTON: Thank you. Commigsioner?

COMMISSIONER SHIMAZU: Yeah, Mr. Isaacman, can
I ask you some guestionsg?

MR. ISAACMAN: Oh, I'm sSorry.

COMMISSIONER SHIMAZU: Yeah. I think Mr.
Goodson touched it, when you were talking I was thinking
of this too, but you represent Wizard Gaming and, I
mean, they knew about all these financial transactions
in the beginning, what changed then? I mean, it sounded
like they were okay with it at one time.

MR. ISAACMAN: That’'s a good question, and I
think that procbably the fairest explanation is that
there was a bit of naivety, we’re not dealing with
lawyers when we're talking about Jean Quickie, it was
actually Bob Quickie who was running things at the time,
he passed away. He was a good friend. He was a good

friend of Mr. -- of Senior, of Mr. Hardy, Senior. And
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maybe there wouldn’t be any problem today if he hadn’t
passed away. But what happened is that Mr. Quickie
passed away and Ms. Quickie toock over and she was
independent.

And of course, nobody was licenced other than
Bob Quickie and Mr. Levinson {(phonetic) in the early
years. So Mr. Quickie passes away in 2005, Ms. Quickie
takes over, everybody gets licensed at the end of 2006,
everybody in September except of Junior who gets
licensed in December 2007, is the first year we see
what’s going to happen with everybody being licensed.
And here you have Ms. Quickie being independent, not
taking direction from Senior, and that’s when the
problems arose. That’s when it became clear to Ms.
Quickie that Senior isn’t somebody who is just making a
loan, Senior is trying to control the shots. Senior
says you have to pay out the distributions, you can’t
hold a reserve. You have to pay this loan faster.
That’s what happened.

And so it became clear from the accumulation
of events in 2007 and then in January of 2008 when they
come in there and ask to get the conditions lifted and
then fire her as a trustee and say we’'re going to take
it over, that’s when it became clear that what they

thought, maybe in a naive fashion, was really —-- there’s
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going to be a real trust with the past beneficiary isn’t
the case. Any other guestions?

COMMISSIONER SHIMAZU: Yeah, what would happen
then if we did not license the trust, what would happen
to the shares?

MR. ISAACMAN: What would happen to the shares
is that, first of all, the monies allocable to the
shares would continue to be kept in a separate account
so that they would go to whoever was -- ended up being
entitled to own those shares, those shares could be
offered for sale, they could be sold at an appropriate
time, the money would continue to build up. The Hardy
people would get the benefit of that over time by
selling the shares to somebody who'’s gualified to be
licenced, and you‘d have a licensed person. And if it
wanted to be Hardy, Senior, let Hardy, Senior come in
and get licensed, but a real person, not a figure.

COMMISSIONER SHIMAZU: Okay, I have one more.
Okay, the last time we were here it was about Mr. Deitch
being the trustee and we had gotten some information, I
think Mr. Blackman was here and testified, and I went
back and looked at them becausgse it caused me some
concern about what Mr. Hardy, Senior was doing in terms
of influencing, but when I went back and locked, a lot

of it looked like it went back to the financial

Northern California Court Reporters
(916) 485-4949 39




10

11

12

13

14

15

1ls

17

18

19

20

21

22

23

24

25

situations with -- I know there was a parking lot and
gsome rent and there was also the repayment of the loan
and the repayment to the trust, it wasn’t so much that I
gaw him trying to influence the trustee, the son, he
just wanted his money paid back. If all that money was
paid back, wouldn’t all of hig, I don’'t want to say
meddling, but his inquiries and those things, wouldn’'t
those go away?

MR. ISAACMAN: Well --

COMMISSIONER SHIMAZU: It locked like a lot of
it was tied to the financial and just getting the
payment back and, you know, going on.

MR. ISAACMAN: Issues did come about the
parking lot, there’s no guestion about it, and he did
get paid the rent he was required to get paid. Then he
offered to sell it for $500,000 and Ms. Quickie and the
Board said no and Mr. Deitch said, no, go ahead and sell
it and try to get the other shareholders to accept
Hardy, Senior’s, offer, it’'s all true. But the reality
of this thing is, you know, there isn’t any question,
you can‘t get a clear contrast between Junior and
Senior. Junior is somebody who apparently doesn’t work
at all other than what his father -- does what his
father tells him to do. This is a lifetime. He came in

here with no assets and no liabilities, no bank
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accounts. He’'s worked for his father at the Bicycle
Club, and now he works down at the Belize Casino when
he, you know, when he’s out of custody, he’s working
down there. He’s one of the two directors with his
father. His father controls him. Hardy, Seniocr looks
at this casino as his casino. That’s the reality of it
and the problems didn’t surface really until Jean
Quickie said, you know, it’s not your casino, it isn’t,
you know, you den’t own the 42%, you don’t control that.
That’'s when the problems came up.

Even i1f he gets paid back the money that the
trust owes him and that the casino owes him, he‘s still
going to view it asg his business, and maybe he’'ll be
more subtle and maybe he won’t be, but you can be sure
that whoever is a trustee is going to be doing Senior’s
bidding. And it’s fooligh to think otherwise, I mean,
we’re fooling ourselves if we try Lo pretend that’s not
the case.

COMMISSIONER SHIMAZU: Well, was there any
incidents then where he was trying to urge him to take
on, I don’'t know, to do something other than just
repaying him the money that was owed to him?

MR, ISAACMAN: Yes. Yes, he demanded of Jean
Quickie that she pay out close 100% of the profits of

Wizard, of Diamcnd Jim‘s
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COMMISSIONER SHIMAZU: Okay.

MR. ISAACMAN: Okay, now, a lender doesn’t
have any right to make that kind of demand, a
shareholder has that kind right. If I owned shares and
I'm not getting as much of the profits ag I think I'm
entitled to, but the company is holding back money, I
have a right to make that demand. I understand his
demand. He disagrees. He doesn’t think that whoever is
running it should be holding back that meoney for
improvements or emergencies or whatever. He wants it
all paid cut and he said I ran the Bicycle Club and I
paid out close to 100%, you should be paying that out.
That’s what got him angry.

COMMISSIONER SHIMAZU: But that went back toco
because he wants tec have his loan paid off. I'm asking
wag there any like business, we should be running this
game, or we should ke, you know, contracting with that
vendor or we -- those other things. I agree he should
not be in there and asking all those guestions, but it
kind of seems like it’s all connected to pay me the
money and I'm thinking if you pay me the money then
he’ll go away and then he won’t have all those inguiries
and you could not be so worried about it.

MR. ISAACMAN: There was a perscon hired to

manage or consult, a guy named Indy Turner. He
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complained abcut that. He came in and complained to Ms.

Quickie about that, you shouldn’t hire this guy, he’s
not the right guy, get rid of him. So this was in 2005
I think it was, wmaybe 2006, one of the two.

COMMISSIONER SHIMAZU: Okay.

MR. ISAACMAN: So he’s been on the gcene the
whole time. He’'s always telling what he thinks.

CHAIRMAN SHELTON: There’s a lot of hearsay
here.

COMMISSIONER SHIMAZU: Sure.

MR. ISAACMAN: All you have to do is look at
your own correspondence and see who's the one that’s
stepping forward.

CHAIRMAN SHELTON: Yeah, I don't want to bust
any balloons here, but I want things that have been
looked at, reported, they’'re on paper, been

investigated. You can go field and say anything you

want to, until it’'s verified, we don’t know if it’s true

or not. BSo for the Commissioner to try and make a
decision on hearsay is -- we’re not going to do that.
We‘re just not going to do it.
MR. ISAACMAN: Sure, and I understand -
CHAIRMAN SHELTON: 8o only address what’s in
the reports and before the Commission, please.

MR. ISAACMAN: I understand. And that’s why
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we submitted our brief and our --

CHAIRMAN SHELTON: I understand that.

MR. ISAACMAN: Thank you, Mr. Chairman.

COMMISSIONER VUKSICH: May I ask a guestion, a
quick one?

CHAIRMAN SHELTON: Go ahead.

COMMISSIONER VUKSICH: May I ask a quick
question, any of you. Had these requests for payment of
the loan, etcetera, etcetera, been made by the trustee
of the Zephyr Trust as shareholder? Or only by a Hardy?
Mr. Coodson?

MR. GOODSON: Commissioner Vuksich, which
payments are you talking about, because there’s more
than one loan here?

COMMISSIONER VUKSICH: These issues that Mr.
Igaacman has been bringing up.

MR. GOODSON: The one request for payment on a
loan that I'm aware of is a request from Mr. Hardy,
Senior to Emily Quickie for payment on the loan that he
made to Wizard Gaming, this was the original $826,000 or
96, I don’'t remember the exact figure. That loan, which
Mr. Hardy, Senior gave to Wizard Gaming at the moment
when Wizard was unable to gecure funding from a
commercial source, that’s the only communication I'm

aware of for repayment on a loan.
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COMMISSICNER VUKSICH: OQkay.

ME. GOODSON: The issue of repayment of the
loan to the trust is one that I have personally had
conversations about with your staff as well asg the
County of Kern.

COMMISSIONER VUKSICH: OCkay.

MR. GOODSCN: This is not a new idea, this is
gomething that we --

COMMISSIONER VUKSICH: Have any payments been
made on that lcan at all?

MR. GOODSON: Payments been made on it?

COMMISSIONER VUKSICH: Um-hmm.

MR. GOODSCN: I believe there has been one
payment on it. I believe that the loan amount was
criginally for $325,000 and then it ballooned up because
of interest and a payment was made. I don’t know what
the cutstanding balance is as of this date.

COMMISSIONER VUKSICH: Has Mr. Hardy, Junior
been receiving regular income from the Zephyr Trust?

MR. GOODSON: From the Zephyr Trust, no.

COMMISSIONER VUKSICH: What are the assets in
the trust?

MR. GOODSON: That’s a question that we don‘t
have an answer to. We have been blocked from learning

that information. We don’t know whether the --
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COMMISSIONER VUKSICH: But that’'s the
trustee’s issue, not Wizard’'s --

MR. GOODSON: That is the trustee’s issue,
you're right. That’s the trust issue and the trustee’s
issue.

COMMISSIONER VUKSICH: So that’s Mr. Deitch?

MR. GOODSON: That’s Mr. Deitch. But the
beneficiary also has an interest in that --

COMMISSTIONER VUKSICH: But that’s a
conversation with he and the trustee,

MR. GOODSON: And that’'s a different
conversation, right, but the issue as to whether or not
distributions have been made into the trust,
representations have been made, the money is being held
in a separate account to the benefit of the trust but we
have no proof of that.

COMMISSIONER VUKSICH: But that‘s the function
of the trustee to pursue that?

MR. GOODSON: Precisgely.

COMMISSICNER VUKSICH: Okay.

MR. GOODSON: Precisely. Exactly, yveah. And
just to speak briefly to your question, Commissioner
Shimazu, I think the answer to your guestion is
absolutely yes, that Mr. Hardy is out of the picture

once the loans are taken care of because it is about
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thig money and whether money somehow maneuvers some sort
of control mechanism to the person that the money is
owed to. And clearly that’'s the cloud, and I get that
and we get that. And, you know, that’s the thing that
kind of stick in the craw of a lot of people and we
understand that. 2And it’s a conversation that I’ve had
not only at the state level but at the county level.

The county counsel has asked the same guestion and we’ve
come up with the same resolution that if in all other
respecte the trust is suitable, the trustee is suitable,
the trust beneficiary is suitable, and the only issue
has to do with, is because of the money, get rid of it.
Pay off the loans. Get rid of it. You’'re not going to
sever the father/scn relationship. Mr. Hardy, Senior is
the father of Mr. Hardy, Junior. Mr. Hardy, Senior has
gambling running through his blood. It‘s all he's
known. He does it in Las Vegas and he does it in
Belize. He has no business in California.

Mr. Hardy, Junior works for his father. We
have provided staff with most recent tax filings of
behalf of Mr. Hardy, Junior that demonstrates he claims
the benefit of that work in Belize, the food, the
housing and the stipend. He claims it as taxable
income. He’s an open book. There is no reason here, as

your own staff pointed out, the basis for the conditions
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ne longer exist.

COMMISSIONER VUKSICH: Excuse me, does he also
claim the 510 day exemption?

MR. GOODSCN: I'm sorxry?

COMMISSIONER VUKSICH: There’s a —-

MR. GOODSON: The housing exemption?

COMMISSICNER VUKSICH: No, there’s a 510, if I
live outside of the country for 510 continuous days, I
don’t pay taxes to a certain amount and then everything
over that I do.

MR. GOODSON: You know, I don’t know the
answer to that question, I'm not a tax attorney or an
accountant., I did see the --

COMMISSIONER VUKSICH: And then my other
question would be what is his legal status in Belize?

MR, GOCDSON: His --

COMMISSIONER VUKSICH: And does he pay Belize
taxes?

MR. GOODSON: 2And I don't know the answer to
that, but I can certainly find cut. If those are
documents that you need and guestions --

COMMISSIONER VUKSICH: Well, that would go to
income.

MR. GOODSON: Clearly. But we did provide

staff with the federal and state filing, well, no, not
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state becaugse he’s a Nevada resident, so the federal
filings that showed for an income earned and it was
filed as for an income earned and it was lesg than
$100,000 per year. But to answer your Juestion about
the exemption, I don’t know the answer to that. But his
accountant is a telephone call away and we can certainly
find that out for you.

COMMISSIONER VUKSICH: If the purpose of the
trust is to provide Mr. Hardy, Junior with income, and
that is the total purpose of this trust, what are the
objections to the continuation of the conditions?
Because the relationship, shareholder wise, is between
the trust and Wizard.

MR. GOODSON: And the problem is that after
Mr. Deitch found some troubling information out about
the way Wizard's money was being spent, he alerted Mr.
Hardy, Junior that perhaps the duty to the trust had
been breached. In order to ensure that Mr. Hardy,
Junior ag the beneficiary doesn’t run that risk again,
we believe that the conditicons need to be removed so
that he can -- not that he wants to come to California,
and not that he wantg to have any involvement in hiring
or firing, but see what’s going on.

And here’s the issue, Commissicner, a $300,000

loan was made, a non-gaming related loan, non-secured,
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out of Wizard funds, 42% of that is trust money.
Shouldn’t the trustee and the trust beneficiary at least
be able to review that to see whether or not that’s 1in
the interest of the trust?

COMMISSIONER VUKSICH: It’s the trustee’s duty
not the beneficiary.

MR. GOODSON: The problem is that it was the
trustee that made the loan. And the trustee used --

COMMISSIONER VUKSICH: But they changed the
trustee, now you have a new trustee.

MR. GOODSON: The trustee used, and you Know
what, and this underscores the point that there is no
relationship between Deitch and Hardy. There is no
(inaudible} kind of conspiracy to take over this club.
Mr. Hardy, Junior is putting his trust in Mr. Deitch the
same asg they did with Mr. Quickie and then Mrs. Quickie.
He has no way of knowing, notwithstanding the fact that
Mr. Deitch has the same legal cbligation. As we all
know, legal obligations can be breached. And just to be
able to see deocuments, to at least, not to come in and
control, not to come in and hire, not to fire, not to do
any of that sort of thing, but at least know what's
happening with the money that's supposed to be coming
into the trust. You know, what'’s happening with it? He

has no way of having those guestions answered if he’s
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blocked off from the knowledge. If the information
stops and can never get to him, then once again he’s put
in a position of blind faith. He has already seen what
that can do. A person who is a family friend, a long
time business associate of his father, breached her duty
to him. He has no guarantee it won‘t happen again.

Now, I am not suggesting that Mr. Deitch is
going to breach his duty, but here on behalf of the
trust beneficiary, I‘'m saying that to put these kinds of
conditions on his license puts him in a box where he
can‘t see what’s going on.

Now, once again, like your own staff said,
there’s no basis for the conditions.

MR. ISAACMAN: Let me just say that we deny
that Ms. Quickie breached any duties, but beyond that,
Mr. Goodson said it all when he said you’re not going to
geparate the father and son. As long as they’re
together, Mr. Hardy, Senior is going tc control things.

Mr. Joshi just had a couple of comments he
would like to make, Commission.

MR. JOSHI: I wasg going to say good morning,
but I don’t know if it’s afterncon or not right now.

COMMISSICNER VUKSICH: We’re still in the
morning.

MR. JOSHI: We're still in the morning. Geood
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morning Chairman Shelton, Commissioners, I wanted to --
CHAIRMAN SHELTON: State your name and spell
the last name for me.
MR. JOSHI: Chander Joghi, J-0-8-H-I.
CHAIRMAN SHELTON: And a --7

MR. JOSHI: Desgignated agent for Wizard

Gaming.

CHATRMAN SHELTON: Thank vyou.

MR. JOSHI: Sorry. I'm not as eloguent as
Mr. Isaacman or Mr. Goodson, so please forgive me. I'm

not a public speaker. The guestions about Mr. Hardy,
Senior being involved, it’s very naive to say if there’s
a financial relationship and that’s taken care of.
Therefore there will be no involvement.

I’'ve been involved with Diamond Jim's Casino,
Wizard Gaming, since June 2000, before anybody else was
involved in this place. Commissioners, -- I guess,
Mr. Goodson was from the Division standpoint. For six
years we were put through hell. It was not involving
anybody else except for Mr. Hardy, Senior. In September
of 06, you know, we came and spoke, Ms. Quickie spoke,
she made the comment about, you know, lack of business
knowledge by Mr. Hardy, Junior. This was a lady who was
gpeaking on behalf of the beneficiary, speaking from her

heart, but that was similar verbiage that he gave her in
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an email that I’'m glad, Mrs. Quickie, you're taking over
for your husband because I don‘t have business
knowledge, something to that affect, I'm paraphrasing
here. We would be more than happy to provide that as
evidence.

I have a copy of the audioc tape between Mr.
John Irvy, the sheriff’s department of Kern County and
George Hardy, Seniocr as well as the staff, I mean,
attorney, Mr. McGonicle (phonetic), it’s about a 50
minute hearing. If you listen to the audic, all he’'s
talking about is I‘m not involved, however, this is my
opinion. I’'m not involved, however, they shouldn’t have
done the renovations. I‘'m not invelved, however, why
did they make that $300,000 ncte. I'm not involved,
however, how can they pay a consultant $13,500 a month
and yet he's never on premises. Is that just worrying
about the loan? There’s more to it, in his own words.
This isn’t something we’re creating as a document. It’s
one thing to get a transcript of this, it’s another
thing if you really listen to this.

I don't know if John Irvy or Mr. Goodson have
provided a copy, I don‘t know if you’'re interested in
listening to it, but it is interesting reading. There's
a lot of negative said on here, mainly about me, mainly

about Mrs. Quickie, the improprieties as they’re
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reported and in the report. In locking at two documents
in an attorney, whether it be our attorneys or their
attorneys presenting something doesn’t necessarily make
it so without a lot of the back up.

If there was an investigation done regarding
Mr. Hardy, Junior’'s conditicons being removed, ncbody
contacted me for a guy who has been involved for six
years, or I'm sorry, nine years now. If there was going
to be a reason why the conditicns should be removed, I
would think somebody from the Bureau or the Commission
would have contacted me and said, you were there in
September of 06, you were there in December of ’06.

Mr. Goedson, I don’t know if -- I’'m pretty
sure you didn‘t do it on purpose, that the other side
never got an opportunity to contest the conditions,
completely inaccurate.

I have emails from Debbie Youngblocd after
Commissioner Cruz asked for some clarification, we had a
conference call, I spoke with both Hardy, Junior and
Senior, this is October, November of 06, before the
conditions were going to be placed. On this tape as Mr.
Isaacman stated, he says that 1 poisoned the well.
That‘s an insult saying that I can go to Debbie
Youngblood, Terri Cio, those are the two individuals T

had the conversaticn with, and through them, the
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Commisgsioners can be influenced to put conditions on an
individual’s license. This isg Hardy, Senior saying
that. It‘s not even Junior.

So the reason I wanted to come up here, and
again, I'm a very bad public speaker, I hope I’'m making
myself clear. I sometimes start rambling, but to hear
his own words, for six, or technically nine years now,
I've used myself, I'm sorry, I wanted to say one of the
guestions was, well, if the financial conditions are
removed, there’s no involvement. Asked me for my phone
records from June or technically December ‘399 on, asked
Mr. Hardy, Senior, ask Mr. Hardy, Junior for their phone
records and see where the phone conversations always
ended up. It was always between me and Senior.

Somebody can sit here and say well, Chander,

you helped mislead the Commigsion. No, I use myself as
a buffer whenever he wanted to have influence over the
operations. I clearly identified to him that that’'s not
his role. Nobody knows better than I do the six vears
of hell we had to go through.

Mr, Deitch, In Jean Quickie’s home in I
believe May of 2005, after Bob Quickie passed away,
wanted the Zephyr Trust pulled out, there’s no record of
this, this was a conversation, and I know Chairman

Shelton said we can only base it on fact not hearsay,
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the reality is there’s a lot of conversations that I‘m
privy to that Mr. Hardy, Senior is, Deitch is.

If we're going te do an investigation, maybe
some of those conversations should be addressed. 1I'd be
more than happy to. I realize, you know, as I said I
use myself as a buffer. The 60% being distributed and
not 100% or 80%, he had that conwversgation with me as
well in May of ‘07, I believe. I don't know 1f it was
before he spoke tc Mrs. Quickie or after.

The renovations that we're talking about, what
is it of his concern? He's a lender. If he’s truly a
lender, whether Wizard Gaming wastes a million dollars
or it wastes ten dellars, it’s not his place to say.
He’s saying it because he a father. You know, as Allen
said and Mr. Goodson said, you can’t separate the father
from the son. I said that to Mr. Cruz, different words,
but I said the same thing.

CHAIRMAN SHELTON: Ycu know, I’'m having a wvery
difficult time with this conversation and I711 tell you
why. If I loaned you money and you were supposed to go
buy groceriesgs and you went out and bought a new car, as
a lender, vou don’t think I wouldn’t have some concerns
and ask some questions?

MR. JOSHI: Absolutely.

CHAIRMAN SHELTCN: I would ask questions and I
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think any lender would, and I don’‘t think that’s what
this hearing is about. Our hearing is about Junior and
whether he should be licenced or have conditions removed
or not. 8So I'd like to move away from that and that
closure if you don’t mind.

MR. JOSHI: Fair enough.

CHAIRMAN SHELTON: I even have my hearing aid
squealing.

MR. JOSHI: I apologize, it’s probably me.

Any way, I wanted tc make sure that I'm available, a lot
of mud is going to be thrown at me, it has been, but
that’s fine.

CHAIRMAN SHELTON: I believe the Bureau is
here and if they have questions and feel that they need
to do follow up, they’'d do that. I know the Commission
employees would do the same thing. There is a lot of
information laid out here that’s been before us before
and some 1is new, gcome 1s not. But I think now it’s time
for Commissioners to move on and make some decisions
here.

MR. JOSHI: Thank you for your time, sir.

CHAIRMAN SHELTON: Is there any other public
input? You’re not leaving yet.

MR. ISAACMAN: No, I‘m just going to sit back

here unlesgs vyou want me to sit —-
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CHATRMAN SHELTON: No, I want vou to stay
there in case we have other guestions.

MR. ISAACMAN: I'm happy to do it.

CHAIRMAN SHELTON: Commissioners? My question
is to staff. No matter what happens here today, my
expectation ig that we’ll look into to gee if there's
any ownership out of state of the gambling establishment
and whether or not I can consider the fact that somebody
has been arrested for a felony for licensing and goes to
character is debatable in my bock. However, I would
expect a little background check on this arrest and the
outcome of that and if there’s a conviction.

Knowing vyou folks, I know that if there’s
something like that happens no matter what, you’d bring
it back before the Commigsion for the appropriate action
to be taken. Having said that, I can’t remove father
from son, no matter what. And this case i1is so obvious
of the influence of the father over the son. I don’t
know what the son has done to show any leadership
ability except kind of sit back and eves and Belize and
what’s happened in Belize or they’'re doing something in
Las Vegas.

If T go with this, the only thing I can go
with is to remove the existing conditions and accept the

conditions recommended by staff. So having said that,
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starting the conversation, I’'ll go to my fellow
Commissioners.

COMMISSIONER VUKSICH: Actually, I was going
to ask about the incident in Mexico. I read about that
on the Internet. I habitually go to the Internet and
type people’s names in and just see what’s floating out
there and this readily popped up and T saw a news clip
and all sorts of other things. And, you know, I believe
that if part of our world has to do with discretion,
that if we read something, a pubklically available
document, I don't see why we can’t pull that as a
consideration and keep it out there until a resoclution
is brought forward.

So, Mr. Goocdson, would you like to speak to
that? It’'s like reading news articles.

MR. GOODSON: Thank you, Commissioner. And
I'm not an expert of Mexican judicial system, but it was
my understand, as represented by Mr. Isaacman that the
Mexican courts do take a long time, and that the do give
people an opportunity to object or be heard or have
comments or that sort of thing.

My understanding is that the most recent
action that was taken by the Mexican court was to
announce that April 20" would be the day that Mr. Hardy,

Junior would be releaged from custody with no charges
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brought forward and the court is bound by a statutory
time line to allow people to comment on that. And
that’s my most recent knowledge.

CHAIRMAN SHELTON: Is that saying he was
convicted of something?

MR. GOODSCN: Not convicted at all, no.
Released without charges.

. CHAIRMAN SHELTON: And how long has he been in
jail?

MR. GOODSON: He's been in jail since —-

MR. ISAACMAN: July.

MR. GCODSON: Ig it July?

MR. ISAACMAN: Of last vyear.

MR. GOODSON: Yeah. But it’s my understanding
that the court has announced that, you know, unless
absent new information, that it intends to release him
without bringing any charges, so there would be no
conviction.

COMMISSIONER VUKSICH: Deoes that include the
other gentleman that was with him?

MR. GOCODSON: I can’'t comment on the other
gentleman, I don‘t know the answer to that. I don’t
represent them.

COMMISSIONER VUKSICH: All right. I know, it

just seemed from the news story --
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MR. GOODSON: Yeah, sure. Understood, and
I've read the same stories, yeah,.

CHAIRMAN SHELTCN: Don’t leave yet. I'm
interested in Commissioner Shimazu’s approach, if we
ordered this to be paid off, do you feel that would
gever relationships from Senior?

COMMISSIONER SHIMAZU: Well, I was going to
comment on Mr. Josghi’s statement that, you know, I'm not
naive, I do understand that there are kind of two isgues
but I look at them kind of geparately to the financial
aspect of it. And there was so evidence or just paper
that we got about all these inguiries from Hardy,
Senior, and I thought, well, I understand why he’s
asking about that, but I alsoc understand that yves, you
can’t separate the father and the son and that’s fine,
it's not going to be the same with every father son
relationship. We’re going to look at how much control
and how much influence the father actually has over this
son. BSo yes, he has been, I know he’s been in the
military, I know he has worked, but then you have to go
back to that well, where has he worked? He's worked for
his father, he still works for his father, so those are
the kind of things that I look to see how much, you
know, is he really going to influence his son or --?

MR. GOODSON: And Commissioner, I understand
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that. And, you know, I would like to clarify that. My
statement was you’re not going to separate the father
from the son from a familial sense.

COMMISSIONER SHIMAZU: BSure.

MR. GOODSON: Bub when you’re talking about
the actions in the business, clearly, removing
conditions from this license or granting full license
status to Mr. Hardy, Junior, does not obviate your power
under the Gambling Control Act to monitor the heck out
of this c¢lub. You’ve got the Bureau of Gambling Control
sitting right here chomping at the bits tec go out there
and monitor for compliance. If there’s no statutory
basis, if there’s no factual basis for conditions, you
still have the tool of compliance.

The granting of the license doesn’t take away
your power under the act, to make sure that one, Hardy,
Senicr isn’'t involved, and two, Hardy, Junior doesn‘t do
something contrary to any law, not just the Gambling
Control Act, and three, Deitch doesn’t just do something
to any law, not just the Gambling Control Act.

Remember, these are business people. As I
explained before, Mr. Deitch has over 35 years of
business experience. He is a very wealthy man in his
own right. He had held privileged licenses before. To

act on behalf of George Hardy, Senior puts his own
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interest in this club at risk. It is a bad business
decision. It is contrary to 35 years of business
history.

COMMISSIONER SHIMAZU: Yeah, and I am not
loocking at Mr. Deitch as the trustee or even not
licensing the trust, it’'s the issue of the conditions
and I think that you said that he really doesn‘t any
control over, he just -- and he’s not going to be back
in the country, he’s not going to be taking a role, so
what harm is it to have the conditions remain, or the
new conditions because I know they’re tailored and
written a little better.

MR. GOODSON: And as I said before,
Commisgsioner Shimazu, the harm is he’s been stung once,
he’s had somebody sit in the capacity of a fiduciary and
he believes that duty was breached.

CHAIRMAN SHELTON: You know, Mr. Goodson, I
still have a problem with that because I have a family
trust. If my children don‘t like the way I spend my
money, tough. They don‘t get anything if T did if I
spend it all. &And so I'm sitting here saying, why in
the world are we even licensing this guy? You know,
we’'re going back and reaching down into a trust and
bringing a dependant up and we’re licensing him. I know

we've done it in the past and we’'ve called for it,
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but --

MR. GOODSON: But Chairman Shelton --

CHAIRMAN SHELTON: -- it brings up a lot of
questions in my mind.

MR. GOODSON: -- the duty of the trustee to
the trust is one of a fiduciary, and using it asg your
own personal checkbook, in the context of this
particular event, may constitute a breach of that duty.

Now, it may be that you set up the trust, a
family trust, and put yourself in as the trustee with a
notion that you can use that trust money as you please
and that your heirs are the ceontingent beneficiaries
upon your passing and the passing of your wife, we have
a business arrangement here. This is the trust that was
set up as an estate planning mechanism, but it’s asset
is an interest in a business. And to allow the trustee
to squander the revenues that would go into that trust
for his or her own personal benefit, is a breach of the
duty to that trust, and then to the trust beneficiary.
And that’s where the difference is.

CHAIRMAN SHELTON: Well, you’re giving me an
education, but I‘ve got to tell you, at my house, I
don‘t have sole say on how the money is spent.

MR. GOODSON: And you're neot alone there.

COMMISSICNER VUKSICH: He’'s on a control
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system. But again, I go back te that. Mr. Hardy,
Junior has a course for remedy and that is to replace
the trustee which he has done, and he has a new -- it
doesn‘t go -- there’'s a firewall set up there, and he
still maintains his ability receive that benefit from
the trust as beneficiary --

MR. GOODSON: You know, Commissioner
Vuksich --

COMMISSICNER VUKSICH: -- having been a
beneficiary of that trust.

MR. GOODSON: And I understand what you're
saying. The problem that we have here is that in the
arrangement of the removed trustee and the duty to the
trust, the beneficiary didn’t get that which he is
supposed to get. The distributions didn‘t flow down to
him. And so he has a remedy at law, or he has an
eguitable remedy, but the harm is already done if you
don’t get any money.

This past year, distributions weren’t made and
yet the trust declared an income leaving the beneficiary
in a peosition of having to pay over $400,000 in income
tax with no money to pay it. That’s the problem. The
problem he has a remedy and now we’'re being attacked
because they exercised that remedy. We're being accused

of somehow of falling victims to something orchestrated
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by Hardy, Senior because he exercised that remedy. But
the remedy doesn’t give him the money that he needs to
pay his tax obligation. BAnd sc you’'re right, we have
this legal fix but the practical effect is devastating.

MR. JOSHI: Commissiconers, can I say
something?

MR. ISAACMAN: I just have one quick response
here.

MR. JOSHI: Sorry.

MR, TSAACMAN: And that is that the -- Mr.
Goodson seems to suggest that let the conditions be
lifting, let the license go to Junior as the beneficiary
and as long as the casino is operating in accordance
with the law you can monitor that and there’'s no
problem. So the answer seems to be let Hardy, Senior
remain as a shadow owner, in effect, not be licensed, as
long as he’s (inaudible) owner, he’s not out front, he
doesn’t announce from the rooftops that he’s pulling the
strings, he just has his son tell the trustee what to do
and everything is okay as long as the casino doesn’t
operate in vicolation of the law.

But the big problem we’re having and everybody
is struggling with this thing because it‘s a very
difficult situation, i1s because the fundamentals of it

are misplaced. The fundamentals of it have problems in
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it, there are defects in the structure, the basic
structure, and that is that we have a close father and
son, a son who is dependant only on the father, and this
father is not licensable, you just can’t allow the son
to be there in a position where he ig a beneficiary fo
42% in a card club trust. You can't do it. I mean,
even if you just change as a trustee, every time the
trustee, if the trustee doesn’t do his bidding, he
changes him go he’s controlling it.

And Mr. Goodson says, well, look, he dcesn‘t
get the money in time to pay his taxes, but who said to
put a trust into a regulated business like this? He
doesn't have to do that. He can go do it somewhere
else.

The problem is that fundamentally, not matter
what you do, as long as you license this trust, there’s
going to be a problem because Senior will be pulling the
strings and controlling the shots and there’s no way
vou’re going to monitor that. You’'re never going to
find out. Thank you.

CHAIRMAN SHELTON: Commissioners?

MS. MACHUCHI: Commissicners, Evelyn Machuchi,
Chief Counsel. I just wanted to make a couple of
points. We did ask on these two loans what was owed.

We did get some information. Yesterday the Bureau
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helped us get information from Emily Quickie.
Apparently, on the $325,000 loan to the trust, $374,447
has been paid on that. The loan was $325,000 plus 10%
interest. The loan was originally from 2000 and was
supposed to be paid off in 2003 but was not paid off in
that time frame so there’s a lot of interest that was
added on. And the total we have as being owed is
5504,547. 8o $374,000 has been paid, $504,000 is owed
and that is information that was received from Emily
Quickie.

MR. ISAACMAN: I think there’s a little bit of
a mistake. I think the total balance got to $504,000,
374,000 was paid, the balance is somewhere under
$200,000.

MS. MACHUCHI: Right, that’s what I'm saying.

MR. ISAACMAN: Oh, I misunderstood.

MS. MACHUCHI: Three hundred and seventy-four
thousand has been paid on the loan, five hundred and
four thousand was owed, with interest owed. 8So whatever
the difference is between $374,000 and $504,000 is
what’s owed on the $325,000 original loan.

On the other loan was $860,000 plus interest
and according to Mr. Blackman, Myr. Isaacman’s partner,
$164,115 is owed and that it’s supposed to be paid off

by October of 2009. So $164,000 1is still owed on the
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$860,000 to Wizard Gaming.

And as the other guestion that Commissioner
Vuksich asked about the arrest, as you know, we’ve had
this discussion before and has come up before and we are
very concerned about the Commissioners taking into
consideration an arrest because you have nc idea whether
or not, you know, it’s a totally false arrest or in
particularly, I'm sorry to say this, but perhaps in
Mexico it‘s not quite the same standards that we have
here in the United States. So I would like you to be
careful about that.

We can consider character and conduct but the
problem with that is you have to have that proved here.
We would have to have people come testify here that in
fact this has occurred. Because all you’'re looking at
is the newspaper and we have no idea whether or not the
newspaper is reporting this correctly, you know, what
exactly happened here. 8¢ it’s just a very fine line
that I caution you to be very careful.

COMMISSIONER VUKSICH: And that’s my gquestion.
It’s not the arrest, per se, it’s the knowledge of a
story that could lead to a guestion about character.

MS. MACHUCHI: Right. But I think we would
have to have, you know, actual testimony here to show

exactly what happened so that you could actually see, in
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fact, was this conduct cccurred or not. Because I did
go on the Internet too and it said that Mr. Hardy
crogsed over the border, he had a gun in his possession
walked into the border patrol or whatever it 1s in
Mexico and handed over his gun.

So that’s a totally different story than
running across the border with a gun and shooting at
gsomeone. So, I mean, we really have to be very careful
about what exactly happened here. So I just wanted to
caution Commigsioners on that.

MR. GOODSON: Can I ask, since the applicant
has the burden of procf, can’'t he be asked tec come in
and answer the questions about what happened?

MS. MACHUCHI: Well, obviously that’s a little
difficult if he‘s in jail in Mexico.

MR. GOODSON: Well, if he’s asking for a
license and has to the burden of proof and he has good
character and you have this indication of this bad
conduct, can’‘t he come in and say, lock satisfy us
because it is your burden to prove that you have a
character?

MS, MACHUCHI: Well, again, we can’t order him
here from Mexico and tell the Mexican court to release
him. You know, I don’t think we have subpoena power

into Mexico.
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MR. GOODSON: But he’s asking for the license.
You can say we’re not giving you the license until you
satisfy us, and in fact, you’'re not supposed to give a
license until he satisfies you in your discretion that
he has acted appropriately and he dces have good general
character and he‘s been gualified to engage in a
controlled gambling operation. That’s that statute.

MS. MACHUCHI: I understand that. and also
the =zection that you cited, Mr. Isaacman, doesn’t apply
to licensee’s that applies to gambling businesses. So
the section that you cited in the Regulations is not
applicable to this person on the firearms conviction,
that’s a regulation that applies to third party prop
(phonetic) players and gambling businesses.

MR. ISAACMAN: Chairman Shelton, can I make
one little comment?

CHAIRMAN SHELTON: No, I‘ve heard encugh. I
have heard encugh. I appreciate it.

MR. ISAACMAWN: Well, it has to do with the
trustee issue that Mr. Goodson -- 30 seconds.

CHATRMAN SHELTON: We've heard encugh, thank
you.

MR. ISAACMAN: Okay.

CHAIRMAN SHELTON: If this Commigsion can’t

make a decision on the information before it then we
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shouldn’t be sitting here.

And Legal, I want you to understand in the
five years plus I’'ve sat here, we’ve never made a
decision based on anything but the legal informatiocn
before this Commissioner. Although we -- and have not
considered information we’re not supposed to consider,
go I want that on record. I don’'t want anybody in this
room to think we have. 1In fact, we have not.

MS. MACHUCHI: Mr. Chair, I would want to
clarify I wasn’t implying --

CHAIRMAN SHELTON: I understand that, but it’s
on record and I have to make sgure I verify the record
and what’s being said, in my opinion. And that‘s some
leeway I take. I‘m prepared to make a motion and if
anybody wants to amend that motion, I‘m open to
amendment, but we can’t beat this thing all day. I'm
making a motion to remove the recommendations or the
conditions that were originally on and to ingert the
conditions recommended by legal. Now, if anybody wants
to talk financially and add payoffs to it, I‘11l
certainly consider that.

COMMISSIONER SHIMAZU: OQkay, well, I'11 second
it so we can talk about it. Yeah, originally, I was
thinking too, yeah, let’'s pay off these loans because,

let me back up to that. It wasn’'t the financial issues,
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okay, I understand the whole why -- I understand why
George Hardy, Senior is asking about it. He just wants
his money. That’s one thing you can eliminate all that
if he gets him money. But that does not go toc any
conversations he has with his son, we can‘t monitor
that, the Bureau can’t monitor that.

Normally, I would say I'm going to lock at the
relationship, I'm going t¢ look at the individuals. And
here, the -- Mr. Hardy, Junior seems to have a certain
dependance on his father. He lives with him, he works
for him and those were kind of issues, it doesn’t seem
like he was out there doing his own thing, and that’s
why I think he could be more easily influenced than
just, you know, I mean, looking at different father and
gon relationships.

I would not vote to not license the trust. I
think it’s been in place for a while and that that
should continue on and Hardy, Junior should continue to
get his money. I'm fine with that. But it does bring
up all the issues brought up about what if Hardy, Senior
is really controlling his son. And again, I don‘t -- I
can’t tap into their phones and hear what they’re
talking about. It’'s just looking at the facts and how
he doeg =seem to rely on his father, so that’s what

that’s baged on. I think it would eliminate, it would
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be in everyone’s best interest to pay off the locans so
that you don’t have that additional, you know, where
he’s calling all the time and bugging you about paying
it off because then it confuses the situation even more
and, yes, you, Wizard needs to, you know, have a wall
between you too. Having all those conversations with
them doesn’t serve anyone any good, so getting him out
of the picture, I‘m not going to ask for an additional
condition, I would just recommend very strongly that
that happen, those loans get paid off so we don’t have
to keep hearing all this stuff again. That’s me.

COMMISSICONER VUKSICH: I go back to the first
time I became familiar with this club which was in 2006,
and the granting of the license to Zephyr and putting
the conditions on that license, to me, accomplished what
I thought was a way for Mr. Hardy to provide for his son
and keep the integrity of the business relationships
here, and I think getting rid of these loans helps to
clarify those relationships and keep the fire walls
clear. BAnd I would like to -- there is nothing about
Mr. Hardy, Juniocr, informationally, that is different
from 2006, when his name first crossed my paper. So
there are no changes there and I would like to give a
little space for these relationships and the

sharcholders to shake out a little bit before we
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consider taking these conditions off. And that would he
my only comment here.

COMMISSIONER SHIMAZU: You want the original
conditicns or the --

COMMISSIONER VUKSICH: No, no, --

COMMISSIONER SHIMAZU: Okay.

CCMMISSIONER VUKSICH: Yes, I‘m sorry. The
new staff conditions.

COMMISSIONER SHIMAZU: Okay. I do want to
say, Mr. Goodson, ycu did address, I mean, I wasn’t
here in 2006, so I looked at the transcript and those
seem te be the two issues that came up, the tax thing,
the mental capacity, the capability, whatever, and I
think you addressed those.

My whole thing was, separate from those two
issues, and that was just he influence of Hardy, Senior.
Everyone talks about the black cloud and it was hard —-
it’s hard to ignore given his history and the
relationship with his son.

CHAIRMAN SHELTON: Call for the vote.

CLERK: Excuse me, Chairman, could we go over
the metion again?

CHATRMAN SHELTCN: The motion i1s to strike the
existing conditions and add the conditions recommended

by legal.
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CLERK: Okay. Commissioner Shimazu?
COMMISSIONER SHIMAZU: Aye.

CLERK: Commissioner Vuksich?
COMMISSIONER VUKSICH: Aye.

CLERK: Chairman Shelton?

CHAIRMAN SHELTON: Aye.

CLERK: Motion carries.

CHAIRMAN SHELTCN: Thank you, gentlemen,

appreciate it. You both did an outstanding job.

MR. ISAACMAN: Thank vyou.
MR, GOODSON: Thank you.
END ITEM 4B
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